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OFFICE OF THE SECRETARY
201 East Washington Avenue

Tommy G. Thompson P.O. Box 7946

Governor Madison, Wl 5§3707-7946
Linda Stewart Telephone: (608) 266-7552
Secretary Fax: (608) 266-1784
http://www.dwd.state.wi.us/
State of Wisconsin
Department of Workforce Development
Response to Legislative Council Clearinghouse Report

Clearinghouse Rule No.: 98-130

Rule No.: DWD 43

Relating To: Child Support Administrative Enforcement

Agency contact person for substantive questions.

Name: Connie Chesnik
Title: Attorney
Telephone No. 267-7295

Legislative Council report recommendations accepted in whole.

OYes No

1. Review of statutory authority (s.227.15(2)(a))
a.[ ] Accepted
b. Acceptedin part
c.[] Rejected

d. Comments attached

2. Review of rules for form, style and placement in administrative code (s.227.15(2)(c))
a.[ ] Accepted
b. Accepted in part
c.[] Rejected

d. Comments attached




3. Review rules for conflict with or duplication of existing rules (s.227.15(2)(d))
a. [ ]Accepted
b. [ ] Accepted in part
c. [ ] Rejected
d. [ ] Comments attached

4. Review rules for adequate references to related statutes, rules and forms
(s.227.15(2)(e))

. [ 1Accepted

. [X] Accepted in part

[ ] Rejected

. [X] Comments attached

o0 oW

5. Review language of rules for clarity, grammar, punctuation and plainness
(s.227.15(2)(f))
a. [ ]Accepted
b. [X] Accepted in part
c. [ ]Rejected
d. [X] Comments attached

6. Review rules for potential conflicts with, and comparability to, related federal
regulations (s.227.15(2)(g))
a. [ ]Accepted
b. [ ]Accepted in part
c. [ ]Rejected
d. [ ] Comments attached

7. Review rules for permit action deadline (s.227.15(2)(h))
a. [ ]Accepted
b. [ ]Accepted in part
c. [ ]Rejected
d. [ ] Comments attached

ADM-6054-E(R.07/97)




DEPARTMENT RESPONSE TO LEGISLATIVE CLEARINGHOUSE

1. Statutory Authority

REPORT ‘

Comment Letter

Status

Response

A

Accepted

The renumbering of HSS 42 has been removed from the rule.

B

Accepted in part

Section DWD 43.07 (3) has been modified to provide the payer
with an opportunity to request a face-to-face meeting with a
child support worker to review the financial records and to
discuss any alleged error. The payer does not have to allege an
error in the records in order to meet with a child support
worker to review the records. The review will be more
meaningful, however, if the payer alleges an error.

Rejected

Even though the department may have the authority to scize the
entire property of a child support payer who owns property
with other individuals with a recorded ownership interest in the
property, the department has chosen not to exercise this full
authority. To be fair to individuals other than the payer with a
recorded ownership interest in the property, the department will
only freeze or seize the payer’s ownership interest in the
property based on the presumption that the payer’s interest in
the property is equal to a pro rata share based on the number of
individuals with a recorded ownership interest. This
presumption will most likely reduce the requests for a court
determination of property rights.

Accepted in part

e The distinction between nonautomated and automated
institutions has been removed from the rule. All financial
institutions doing business in the state will be reimbursed
for participation in the data matching program.

e Based on the flat fees other states are reimbursing their
financial institutions for conducting the data match, it is
unlikely that $100 per quarter will exceed a financial
institution’s actual costs of participating in the data match
program. For example, Washington is reimbursing
institutions $200 per quarter, and New Hampshire is
reimbursing institutions $250 per quarter. In Georgia, it is
estimated that that the quarterly cost of the data match will
be $150 or less for over 84 percent of its financial

institutions.




2. Form, Style and Placement in Administrative Code

Comment Letter | Status Response

A Accepted The rule has been modified to reverse Sections 1 and 2.

B Accepted Section DWD 43.03 (2)(intro) has been modified based on the
Legislative Council’s recommendation.

C Accepted The rule has been modified based on the Legislative Council’s
recommendations.

D Accepted The rule has been modified based on the Legislative Council’s
recommendation.

E Accepted Section DWD 43.04 (3) and s. DWD 43.08 (5) have been
modified based on the Legislative Council’s recommendation.

F Rejected Section DWD 43.06 (4)(b) has been eliminated and
consolidated into s. DWD 43.03 (16).

G Accepted The rule has been modified based on the Legislative Council’s
recommendation. Section DWD 43.06 (5)(a)(intro), 1., and 2.
have been combined into a single sentence.

H Accepted The rule has been modified based on the Legislative Council’s
recommendation.

I Accepted The rule has been modified based on the Legislative Council’s
recommendation.

J Accepted The rule has been modified based on the Legislative Council’s
recommendation.

K Accepted The rule has been modified to renumber s. DWD 43.16 as s.

DWD 43.11.

4. Adequacy of References to Related Statutes, Rules, and Forms

Comment Letter

Status

Response

A

Accepted

The reference to s. 49.854 (2), Stats., has been added to s.
DWD 43.03 (7).

B

Accepted

Section DWD 43.06 (5)(b) has been modified based on the
Legislative Council’s recommendation.

C

Accepted in part

If a payment toward a lien does not meet the conditions in s.
DWD 43.06 (5)(a) or (b), the payment will be distributed
within a case in the following order: current support, past-due
support, and interest. Section 767.25 (6) specifies this
hierarchy for applying payments. Sections 767.51 (5p),
767.261 and 767.62 (4)(g) also list this hierarchy and have
been included in the rule at s. DWD 43.06 (5)(c). Section
46.10 (14)(f) has not been added to the rule because it does not

list this hierarchy.

Accepted

The rule has been modified to cross-reference the appropriate
statutory provision.




Accepted

The rule has been modified to cross-reference the appropriate
statutory provisions. '

Accepted

The rule has been modified to cross-reference the appropriate
statutory provision.

Accepted in part

The rule has been modified to indicate that the standard format
for providing information in the record matching program will
be prescribed in the agreements with financial institutions. A
note has also been added to the rule to clarify that the standard
format for record matching will be based on specifications provided
by the U.S. Department of Health and Human Services. States are
not required to use this standard format; therefore, a federal law or
regulation cannot be cited in the rule.

Rejected

Section DWD 43.16 (2) has been deleted from the rule. A
distinction is no longer made between automated and
nonautomated financial institutions.

5. Clarity, Grammar, Punctuation and Use of Plain Language

Comment Letter

Status

Response

A

Accepted

Section DWD 43.03 (3) has been modified based on the
Legislative Council’s recommendation.

B

Accepted

Section DWD 43.03 (4) has been modified to replace the word
“plan” with the term “order” in the definition of an alternative

payment plan.

Accepted in part

e The definition of arrearage debt at s. DWD 43.03 (5) has
been modified to exclude interest on arrears.

s A definition of the term “court order” has also been added
to the rule at s. DWD 43.03 (8) instead of a definition of
“court case.” The term court order is used where
appropriate in the rule instead of court case.

Accepted

Section DWD 43.03 (9) has been modified based on the
Legislative Council’s recommendation.

Accepted

Section DWD 43.03 (10) has been modified to include the
phrase “of property” after the term “value.”

Accepted

The definition of the expected amount due has been moved to s.
DWD 43.10 (5). The word “equals” has been changed to
“means,” and the phrase “of the payer” has been inserted after
“income.” A definition of the term “reconciliation” has been
added to the rule at s. DWD 43.03 (23)..

Accepted

The rule has been modified based on the Legislative Council’s
recommendations. The word “is” and the phrase “is defined
as” have been changed to “means.”




Accepted in part

o Section DWD 43.04 (2) has been modified to indicate that
notice will be sent to the payer at the address of the payer’s
employer.

o In addition to postmaster verification, a payer’s address is
verified if it is provided by the payer, the payee, the payer’s
current employer, or the State New Hire Directory. The
county child support agency will send the postmaster a
Postmaster Address Verify document in order to verify an
address. This form specifies the address the child support
agency has located for a payer and asks the postmaster to
confirm whether mail is delivered to the payer that address.
If mail is not delivered to the payer at the address provided,
the postmaster will indicate whether a forwarding address
is available and, if it is available, provide the forwarding
address. If the address on the form is a post office box, the
postmaster will provide the street address.

Rejected

The statute requiring parties to a child support order to provide
location information to the child support agency became
effective on January 1, 1999.

Accepted in part

The rule has been modified to make it clear that s. DWD 43.04
applies to notices sent to the payer. The rule has also been
modified to include locate resources in the definition of diligent
effort. All appropriate automated federal, state, and local
locate resources will be used to ascertain a mailing address if
notice sent to the payer is returned. The appropriate automated
state and federal resources for locating a payer’s address
include the following:

¢ Client Assistance for Re-employment and Economic
Support (CARES)

Unemployment Compensation Benefits (UCB)
Workers Compensation (WC) '
Department of Corrections (DOC)

Department of Natural Resources (DNR)

Federal Parent Locator Service (FPLS)

Human Services Reporting System (HSRS)

At this time, there are no automated local locate resources that
can be assessed through the Kids Information Data System

(KIDS).

Accepted

Subpoena respondents who want to challenge an administrative
subpoena may quash an administrative subpoena using the
procedure outlined in s. 805.07 (3) for quashing a judicial
subpoena. A note has been added to s. DWD 43.05 (1) to
cross-reference this provision.




Accepted

Section DWD 43.05 (2) has been modified to exempt a
subpoena respondent who fails to comply with an
administrative subpoena from the administrative forfeiture if
access to the requested information is prohibited or restricted
by law, or if the subpoena respondent has good cause for
refusing to cooperate with the subpoena.

Accepted

The definition of the monthly amount due at s. DWD 43.03
(16) has been modified to mean the sum of court-ordered
provisions for periodic payments, expressed as a fixed amount,
due in one month in a case, including periodic payments on
arrearage debts. A note has also been added to the definition to
clarify that a court-ordered provision expressed only as a
percentage of income is not included in the monthly amount due
when determining the lien threshold. However, when
determining the threshold for administrative enforcement
actions, the expected monthly amount due is the fixed amount
that is used to calculate the monthly amount due when a
provision is expressed only as a percentage of income. Section
DWD 43.06 (4)(b) has been deleted from the rule.

Accepted

A note has been added to s. DWD 43.06 (5) to clarify that a
payment will be credited toward a child support lien and a
court-ordered lien if the arrearages that the liens are based on
are the same. In addition, a payment toward a child support
lien must be credited to a court-ordered lien if the property
specified in the court-ordered lien is the property that is
transferred.

Accepted

The rule has been modified based on the Legislative Council’s
recommendations. A definition of financial records and court
order review has been created at DWD 43.03 (13). Section
DWD 43.07 (1) has been modified to require the request for a
financial record review to be in writing.

Rejected

Section DWD 43.08 has been rewritten. As a result, the phrase
“bound by” is no longer used in the section.

Rejected

This provision has been removed from the rule.

Ao

Accepted

DWD 43.08 (2) has been modified to specify that the value of
personal property must exceed $500 per item before it can be
subject to seizure. Based on the Legislative Council’s
recommendation, the requirement that the lien exceed $500
before personal property seizure may be initiated has been
eliminated.

Accepted in part

The rule has been clarified to indicate that payer’s
proportionate share of the property’s equity will be equal to the
payer’s pro-rata share of the equity based on the number of
individuals with a recorded ownership interest in the property.
See response 1.c. above.

Accepted

The rule has been modified to clarify that the request for a
hearing under s. DWD 43.08 (6) is tied to property seizure.




Accepted

A definition of “protective order” has been added to s. DWD
43.03

Accepted

Section DWD 43.10 has been modified to make the thresholds
for administrative enforcement actions applicable to the
department and county child support agencies.

Accepted

Section DWD 43.10 (2) has been modified based on the
Legislative Council’s recommendation.

Accepted

The reference to s. DWD 43,10 (5) in the report is incorrect.
The word “suspension” has been deleted from s. DWD 43.11

(D).

Accepted

The rule has been modified based on the Legislative Council’s
recommendations. The notice to the payer must inform the
payer that he or she may request a hearing under s.
49.854(5)(D), (6)(c), (7)(c), or 49.857(3)(ac) or (ar), Stats.
References to s. 49.854 have been consolidated throughout the
rule.

Accepted

Section DWD 43.11 (2)(c) has been modified based on the
Legislative Council’s recommendations. The word “will” has
been changed to “shall.” The court, if it determines that a
payment plan is unreasonable, may order a plan by setting
payments pursuant to s. 767.30 (1), Stats., in the amounts and
at the times it considers expedient.

Accepted

Section DWD 43.11 (3) has been modified based on the
Legislative Council’s recommendation to replace “review of
mistake of fact ““ to “review of an alleged mistake of fact.”.

Accepted

Section DWD 43.11 (6)(b) has been modified based on the
Legislative Council’s recommendation to replace “will” with
“shall.”

AC

Accepted

Section DWD 43.11 (7) has been modified based on the
Legislative Council’s recommendation.

Accepted

Section DWD 43.11 (10) has been modified to state that the
sum of any periodic payment established under the plan and
any other court-ordered payment of support, when subtracted
from the payer’s gross income, may not leave the payer below
100% of the poverty line established under 42 U.S.C. 9902 (2)
unless the payer agrees otherwise.

=

Accepted

Section DWD 43.11 (10)(b) has been modified based on the
Legislative Council’s recommendation.

Z

Accepted

Section DWD 43.11 (11) has been modified to clarify that the
notice provided after the default on an alternative payment plan
will be in writing.

AG

Accepted

Section DWD 43.11 (12)(intro) has been modified based on the
Legislative Council’s recommendations.

Accepted

Section DWD 43.11 (13) has been modified based on the
Legislative Council’s recommendations.




Accepted in part

Because the distinction between an automated and
nonautomated financial institutions has been removed from the
rule, a definition of “automated financial institution” is not
provided. The phrase “all of” has been inserted after “indicate”
in s. DWD 43.12 (1)(a)(intro).




FINAL REGULATORY
FLEXIBILITY ANALYSIS

Department of Workforce Development

CLEARINGHOUSE RULE NO.: 98-130

RULENO.: DWD 43

RELATING TO: Child Support Administrative Enforcement

[X] Final regulatory flexibility analysis not required. (Statement of determination required.)

o

As stated in the initial regulatory flexibility analysis, the administrative rule will have no
impact on small businesses. The rule mainly affects individuals.

Reason for including or failing to include the following methods for reducing impact of the
rule on small businesses: Less stringent compliance or reporting requirements; less
stringent schedules or deadlines for compliance or reporting requirements; simplification of
compliance or reporting requirements; establishment of performance standards to replace
design or operational standards; exemption from any or all requirements.

Issues raised by small businesses during hearings, changes in proposed rules as a result
of comments by small businesses and reasons for rejecting any alternatives suggested by

small businesses.

Nature and estimated cost of preparation of any reports by small businesses.

Nature and estimated cost of other measures and investments required of small
businesses.

Additional cost to agency of administering or enforcing a rule which includes any of the
methods in 1. for reducing impact on small business.

Impact on public health, safety and welfare caused by including any of the methods in 1.
for reducing impact on small businesses.
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Fiscal Effect
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Check columns below only if bill makes a direct appropriation Within Agency's Budge@ Yes |_| No

or affects a sum sufficient appropriation

D Increase Existing Appropriation D Increase Existing Revenues E} Decrease Costs
[:] Decrease Existing Appropriation D Decrease Existing Revenues
[} create New Appropriation

Local: L__' No local government costs

1. < Increase Costs 3. 4 Increase Revenues 5. Types of Local Government Units Affected

: Permissive Z Mandatory :} Permissive Z Mandatory — ™ ™
— T __i Towns i_| Villages LI Cities

2. | Decrease Costs __ 4. __| Decrease Revenues < . —

__ Permissive __; Mandatory _| Permissive __ Mandatory = Countses‘ L Others
[ School Districts ] WTCS Districts
Fund Sources Affected: Affected Ch. 20 Appropriations:
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Assumptions Used in Arriving at Fiscal Estimate

This rule implements various provisions of 1997 Wisconsin Act 191, related to the child support enforcement program, including forfeitures for failing
to comply with a subpoena, liens, and notice and service of process requirements.

Counties may realize cost savings by switching to mailing of notices of administrative enforcement instead of using service of process. The amount
of savings cannot be determined at this time. Although the $25 forfeiture for noncompliance with administrative subpoenas and requests for
information may be imposed in a few cases, the amount of revenue generated is not expected to be significant. Local postage costs for liens are
expected to be offset by the new enforcement tool. Agency workload may increase due to requests for financial records and court order review,
however, these costs should be able to be absorbed.

Long-Range Fiscal Implications

Ongoing costs include $409,200 annually beginning in SFY 2002 for reimbursement of financial institutions. This cost includes reimbursement of
1023 financial institutions in Wisconsin at the rate of $100/quarter for data matching. Annual postage costs of $17,375 are also expected.
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Detailed Estimate of Annual Fiscal Effect
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X Original
___ Corrected

| Updated
__ Supplemental

iLRB or Bill No./Adm Rule No.
;DWD 437/

Amendment No.

Subject
RULE

I. One-time Costs or Revenue Impacts for State and/or Local Government (do not include in annualized fiscal effect):
Postage cost of $69,000 for one-time mailing of approximately 152,500 pieces.

{l. Annualized Costs:

Annualized Fiscal Impact on State funds from:

Increased Costs Decreased Costs
A. State Costs by Category
State Operations - Salaries and Fringes $426,600 - 30
(FTE Position Changes) (FTE) (-FTE)
State Operations - Other Costs $0 -%0
Local Assistance $0 -$0
Aids to Individuals or Organizations $0 -$0
TOTAL State Costs by Category $426,600 - %0
B. State Costs by Source of Funds Increased Costs Decreased Costs
GPR $145,000 - $0
FED $281,600 - 30
PRO/PRS 30 - %0
SEG/SEG-S $0 - $0
1. State Revenues - Complete this only when proposal will increase or decrease state Increased Rev. Decreased Rev.
revenues (e.g., tax increase, decrease in license fee, etc.)
GPR Taxes $0 - $0
GPR Earned $0 - $0
FED $G - %0
PRO/PRS 30 - $0
SEG/SEG-S $0 - $0
TOTAL State Revenues: $0 - $0
NET ANNUALIZED FISCAL IMPACT
STATE LOCAL
Net Change in Costs: $426,600 $0
Net Change in Revenues: $0 $0
Date
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Fiscal Effect
State: . No State Fiscal Effect 2% Increase Costs - May be possible to Absorb

Check columns below only if bill makes a direct appropriation Within Agency's Budget<] Yes [] No

or affects a sum sufficient appropriation
[ Increase Existing Appropriation [ increase Existing Revenues 1 Decrease Costs
[] Decrease Existing Appropriation D Decrease Existing Revenues
D- Create New Appropriation

Local: [_] No local government costs

1. 2X] Increase Costs 3. < Increase Revenues 5. Types of Local Government Units Affected
o __ Permissive 2 Mandatory ] Permissive [X Mandatory T vl O cit
. __| Decrease Costs 4. [_] Decrease Revenues = owns = itages - Cities
___ Permissive [ Mandatory (] Permissive [ Mandatory < Counties — Others
__ School Districts ] WTCS Districts
Fund Sources Affected: ' Affected Ch. 20 Appropriations:

T ePR _lFep [_pro LIPrs [ JsEG []sEGs
Assumptions Used in Arriving at Fiscal Estimate

This rule implements various provisions of 1997 Wisconsin Act 191, related to the child support enforcement program, including forfeitures for failing
to comply with a subpoena, liens, and notice and service of process requirements.

Counties may realize cost savings by switching to mailing of notices of administrative enforcement instead of using service of process. The amount
of savings cannot be determined at this time. Although the $25 forfeiture for noncompliance with administrative subpoenas and requests for
information may be imposed in a few cases, the amount of revenue generated is not expected to be significant. Local postage costs for liens are
expected to be offset by the new enforcement tool. Agency workload may increase due to requests for financial records and court order review,
however, these costs should be able to be absorbed.

Long-Range Fiscal Implications

Ongoing costs include $409,200 annually beginning in SFY 2002 for reimbursement of financial institutions. This cost includes reimbursement of
1023 financial institutions in Wisconsin at the rate of $100/quarter for data matching. Annual postage costs of $17.375 are also expected.

Date
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Postage cost of $69,000 for one-time mailing of approximately 152,500 pieces.
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Annualized Fiscal Impact on State funds from:

Increased Costs Decreased Costs
A. State Costs by Category
State Operations - Salaries and Fringes $426,600 -%0
(FTE Position Changes) (FTE) (- FTE)
State Operations - Other Costs $0 -$0
Local Assistance $0 -%0
Aids to individuals or Organizations $0 -%0
TOTAL State Costs by Category $426,600 - %0
B. State Costs by Source of Funds Increased Costs Decreased Costs
GPR $145,000 - $0
FED $281,600 - $0
PRO/PRS $0 - $0
SEG/SEG-S $0 - $0
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GPR Taxes $0 - %0
GPR Earned $0 - $0
FED $0 - $0
PRO/PRS $0 - $0
SEG/SEG-S $0 - $0
TOTAL State Revenues: $0 - $0
NET ANNUALIZED FISCAL IMPACT
STATE LOCAL
Net Change in Costs: $426,600 $0
Net Change in Revenues: $0 $0
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“Assembly Chair Senate Chair
Mary A. Lazich Robert W. Wirch
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State Capitol State Capitol
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608) 267-5158

(608) 267-8979

JOINT COMMITTEE ON AUDIT
January 23, 1998

Ms. Linda Stewart

Secretary

Department of Workforce Development
201 E. Washington Avenue, 400X
Madison, Wisconsin 53707-7946

Dear Secretary Stewart:

Thank you for appearing before the Joint Legislative Audit Committee on January 6
during its public hearing about the Legislative Audit Bureau’s evaluation of the Kids
Information Data System (KIDS). We appreciate the Department’s willingness to answer
the Audit Committee’s questions and to implement the recommendations included in the
evaluation. We would, however, like the Department to continue its dialogue with the
Audit Committee about KIDS as well as about the more general issue of ensuring
accountability in the development of large automated systems.

First, as was evident during the course of the public hearing, we have a strong interest in
ensuring that the Department follows through on its promise to resolve existing system
problems and minimize future system problems. Therefore, we request the Department:

1. submit a plan to the Audit Committee by March 31, 1998, for the use of any excess
matching federal funds it receives for the initial development of KIDS to correct
existing problems that affect county staff. A comprehensive list of the existing
problems should be submitted with the plan. We would like to reiterate to you that,
according to the motion passed by the Joint Committee on Finance, the funds, if and
when they become available, are to be used only to address ongoing problems.
Therefore, the Department must work closely with county staff, including the
Wisconsin Child Support Enforcement Association and the Wisconsin Clerks of
Circuit Association, to ensure the plan addresses current county priorities.

2. provide quarterly reports to the Audit Committee, beginning in June 1998, on the
progress made toward addressing current system problems, including the amount
expended to do so.



3. provide Audit Committee members with a copy of the report to be submitted to the
Joint Committee on Finance by May 135, 1998, regarding progress made toward
improving the system’s processing efficiency. This report should include information
about any cost savings that will result from improving processing efficiency as well as
a plan for continual system processing improvements.

4. provide Audit Committee members with a copy of the report to be submitted to the
Joint Committee on Finance by May 15, 1998, regarding progress made toward
modifying the system in order to meet current state and federal requirements,
including the establishment of a state directory of new hires, the unemployment
insurance intercept, and centralized receipt and disbursement. The report should
include information about any unexpected problems encountered in modifying the
system, steps taken to address the problems, and the associated costs. Information
about the extent to which the Department has or plans to provide training to county
staff as well as information about the extent to which any changes have or will be
piloted should also be provided. This information should include the specific
schedules to be followed in providing training and in piloting any system changes

If the Audit Committee has any reservations about the information included in any of the
documents provided by the Department, it is our intention to contact the Joint Committee
on Finance and request that the additional funding identified as necessary for
improvements as well as funding for fiscal year 1998-99 not be released until the
concerns are addressed.

Second, we would like the Department to consider whether and how the Audit
Committee can assist in communications with the federal government, particularly the
Office of Child Support Enforcement, and Congress regarding concerns about the new
federal child support enforcement requirements. Of particular concern at this time is the
requirement regarding that centralized receipt and disbursement be established and
functioning by October 1999. We request you provide the Audit Committee with this
information by March 31, 1998.

Third, we are interested in ensuring that sufficient management information is available
to assess the effectiveness of KIDS as well as the State’s overall child support
enforcement program. Based on the Department’s response to the audit as well as
statements you made during the public hearing, the Department shares this interest and
has initiated efforts to ensure adequate management information is available. We request
that you provide us with additional information about your plan to ensure adequate
management information is available and provide us with a timeline for the generation of
additional information about the system’s effectiveness. In particular, we are interested in
more detailed information about the collection of current and past due child support that
is based on actual, and not estimated, figures. We request you provide the Audit
Committee with this information by March 31, 1998.



Finally, as was evident during the public hearing, the Audit Committee would like the
Department as well as all other state agencies to pay more careful attention to the process
through which large automated systems are developed. Of particular concern is the
contractual relationship between the State and any vendor hired to develop such a system.
We would, therefore, be interested in the Department’s thoughts on how to implement an
effective performance-based contracting system. We request the Department provide us
with this information by March 31, 1998.

We look forward to réceiving additional information from you about the Department’s
efforts to ensure KIDS is operating as efficiently and effectively as possible and about the
more general issue of ensuring accountability in the development of large automated
systems.

Sincerely, -
Senator Robert W. Wirch Representative Mary A. Lazich
Co-chairperson Co-chairperson :

cc: Audit Committee Members
Elaine Richmond, President Elect, Wisconsin Child Support Enforcement
Association v
Gail Gentz, Acting President, Wisconsin Clerks of Circuit Court Association
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March 26, 1998

The Honorable Robert W. Wirch The Honorable Mary A. Lazich
Senate Chair Assembly Chair

Joint Committee on Audit Joint Committee on Audit
State Capitol State Capitol

P.O. Box 7882 P.O. Box 8952

Madison, WI 53707-7882 Madison, Wi 53708-8952

Dear Senator Wirch and Representative Lazich:

| am pleased to submit to the Joint Committee on Audit the first group of reports requested
as follow up to the KIDS Information Data System Audit. Attached to this letter are the

following reports:

1. Status of Requests for All KIDS Improvements and County Priority Requests for
KIDS Enhancements-This two-part report discusses the status of all requested changes
to the KIDS system and the process being used to prioritize and implement requested
improvements. Additionally, it explains the process used by County Child Support
Agencies and the Department to jointly agree on an expenditure plan to more quickly
complete the county KIDS system improvements. We agree with the recommendation of
the Joint Committee on Audit to dedicate specific funding for these changes. Attached to
the report is a table listing the 91 specific system changes to be funded with available
Department funds along with the current status of each change request. Several
components of this report are not yet available from IBM Global, but will be submitted
with reports scheduled for submission on May 15, 1998.

2. KIDS Reporting Capabilities and Management Reports -This report addresses the
KIDS system'’s reporting capabilities and outlines the Department’s plans to improve the
availability of critical county, state and federal management reports.

Although not requested by the Committee at this time, | have also attached a Status Report
on the Central Receipt and Disbursement Project. The Audit Report expressed some
concerns about implementation of Central Receipt and Disbursement (CR&D), and | would
like Committee members to be aware of the extent to which the Department is already

SEC-7792-E (R 07/97) File Ref:




heavily involved in CR&D planning and implementation activities. CR&D 1s currently on
schedule. If this continues and the necessary resources are available, the Department will
be able to successfully implement CR&D in compliance with the federal deadline. An update
on the status of CR&D will also be provided with the May 15 submissions to the Joint

Committee on Audit.

The January 23, 1998 letter from the Joint Committee on Audit requested that the
Department address the negotiation and oversight policies it uses when entering into vendor
contracts for development of large automated systems in order to ensure an effective
performance-based contract. In the past year, the Department re-negotiated the KIDS
contract, and it currently is involved in awarding a contract for the Central Receipt and
Disbursement system. Both contracts use performance based contracting as a central

feature.

For any major KIDS deliverable, the contract with IBM Global mandates that the contractor
estimate the total number of hours necessary to complete the deliverable. In no instance
can the contractor exceed the total number of hours and be paid for the additional work
without prior approval by the Department. For example, IBM Global completed system
changes on KIDS last fall related to the implementation of W-2. Because the actual work
performed exceeded the original estimate, IBM was required to complete the work at no

additional cost to the Department.

In the Request for Proposals (RFP) for CR&D, the Department identified performance
measures for every major component of service that will be provided under the contract.
Examples of some of the performance measures spelled out in the contract include
processing time limits for receipting collections, requirements for customer service and even
a benchmark for the increased use of electronic funds transfers by employers. Failure to
meet performance measures will lead to progressive penalties which can reach as much as

$5000 a day for some service components.

| also would like to clarify the status of two issues that were raised in the KIDS Audit, which |
addressed in my presentation to the Joint Committee on Audit during the January 6 hearing.
Concern was expressed that child support obligors are charged interest on delinquent
accounts when only slight underpayments had been recorded in the system. This ‘false
arrearage’ occurs because changes in payroll frequency result in a discrepancy between
payroll and court-ordered payment frequency and the system must follow the court order.

This problem was corrected in AB651 and SB494, the legislation regarding child support
enforcement. Under these bills the initial amount upon which interest accrues must exceed
the amount of child support due in one month. This provision will prevent interest from being
charged on what the system identifies as a delinquency when it is less than one month'’s
payment, but will ensure that if a true delinquency occurs, interest charging will take effect.

The Audit also raised concerns about errors that occur in support disbursements when gross
income information is not available in the KIDS system. Wisconsin law allows child support



orders to be expressed as a percentage of the noncustodial parent’s gross income.
However, under current law, the state does not require employers to submit gross income
data when submitting withheld support payments. When KIDS encounters a percentage
expressed support order without information on gross income, it may not disburse the
support payment to the custodial parent correctly. This problem is also being addressed in
the legislation through a provision requiring employers to submit gross income information

along with the withheld support.

| also made a firm commitment at the hearing to meet on a regular basis with the Wisconsin
Child Support Enforcement Association to jointly oversee future system changes andto
communicate more openly about potential issues. The Secretary’s Office staff has met three
times since January with representatives of the WCSEA to discuss issues of mutual

importance and prevent problems from developing.

These meetings have been very fruitful and instrumental in positively directing the activities
of the Department as it implements two major system changes, New Hire and the :
Unemployment Insurance (Ul) Intercept. Members of my staff and the Acting Bureau
Director are in frequent contact with WCSEA representatives to discuss implementation,
policy and legislative issues. In addition to this, the Department and WCSEA representatives
have agreed to a bi-monthly schedule of formal meetings. I'm confident that this
collaborative relationship will continue and will be invaluable to the Department as county,
PRWORA and other system and program changes are implemented.

Concerns were raised by the Committee regarding communications with all county child
support officials. The Department communicates regularly with county child support directors
through Administrator’s memos, child support bulletins and the KIDS bulletin board.
However, the Department also utilizes its collaborative relationship with the WCSEA to reach
all county child support directors as quickly as possible. WCSEA officials have developed
very effective communication mechanisms using email, phone and fax, to ensure that
information they receive from the Department can be disseminated to all counties within a
short period of time. Using this process, the proposed and final County A List of KIDS
system changes submitted as part of this report was reviewed by all county child support

officials within a period of several days.

In closing, | want to bring the Committee up to date on the implementation of the
Unemployment Insurance Intercept and New Hire. | am happy to report that on March 16 the
Unemployment Insurance automated intercept became fully operative in the KIDS system.
Under this improvement, child support is automatically withheld from a Ul benefit if a
withholding order is in place. If there is no Ul withholding order within KIDS, the child support

worker will be notified to create the provision.

In addition, the Department has successfully piloted the first phase of New Hire automation
which provides county workers with match information about newly hired employees and
their place of employment. State and county staff have agreed on the next phase which will
take the New Hire information and automate the creation of an income withholding provision.
When operative, if a county worker reviews the income withholding notice in KIDS and finds



it to be correct, the notice will be printed and sent to the employer. | will continue to provide
you with updates on these and other major system changes as the need arises.

Again, thank you for your continued interest and support in the enhancement and
management of the KIDS system. As we improve KIDS over the next several years, | look
forward to continuing the collaborative relationship that has been established with county
child support officials, and to maintaining a positive and productive relationship with the Joint

Committee on Audit.

cc: Members of the Joint Committee on Audit
Elaine Richmond, President, Wisconsin Child Support Enforcement Association

Gail Gentz, Acting President, Wisconsin Clerks of Circuit Court Association
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| 3..-Managerhsent Reports/KIDS Reporting Capabilities

4. Status of the Central Receipt and Disbursement Project



STATUS OF REQUESTS FOR ALL KIDS IMPROVEMENTS AND COUNTY
PRIORITY REQUESTS FOR KIDS ENHANCEMENTS

This report is divided into two sections. The first section, Status of Requests for All KIDS
Improvements, details the status of all county requests for improvements to the KIDS
system and explains how those requests have been added to the Department’s Master List
of KIDS changes referred to as the CSCA Master List. Section [ explains how the 1996
county request list referred to as the “list of 200” changes was reduced to 63 requests
which have been added to the CSCA Master List. The “list of 200” actually contained
222 requests, so that more accurate number will be used throughout this report.

Section II of this report, County Priority Requests for KIDS Enhancements, consists of
an additional list of 91 high priority improvements, which have been added to the total
number of changes identified in Section I. When finalized in May, 1998, the County -
Priority Requests for KIDS Enhancements table will contain the highest county priority
requests for KIDS improvements that are not already in process, including a description of
each requested change, its current status and projected completion date and the estimated
cost to complete the change. At that time, the report will also show how the Department
will use an estimated $3.7 million in available funding to complete the most essential
county requests. The total number of county KIDS change requests added to the CSCA
Master List as a result of these two concurrent and sometimes overlapping processes is

154.
Section I. Requests for All KIDS Improvements

The Legislative Audit Bureau’s evaluation of KIDS noted that the Department had

~ developed a list of over 200 improvements to be made to the KIDS system. As noted
above, the list actually had 222 items on it. This list was developed in cooperation with
county staff durihg the fall of 1996. It has served as one source of system change requests
that are reviewed and prioritized by the Child Support Customer Area (CSCA). This
group, made up of county and state representatives, is charged with determining the order
in which all identified changes to KIDS will be completed. Other sources of system
change requests include federal and state legislation (e.g., Personal Responsibility and
Work Opportunity Reconciliation Act (PRWORA) and Wisconsin Works (W-2) and the
KIDS County and State Users Groups which were formed in 1997.

As a result of the Legislative Audit Bureau audit and at the request of the President of the
Wisconsin Child Support Enforcement Association, a group of county representatives met
in January, 1998 to identify KIDS system improvements that would be most beneficial to
the counties. That list was provided to the Department on January 20th. The new
requests were discussed, validated and prioritized at a February meeting of the KIDS
County User’s Group and at a subsequent meeting with the Department of Workforce
Development Secretary’s Office. More than half of the requested changes agreed to at the
January meeting are for changes identified since the original list of 222 was compiled.
These new changes have been prioritized separately and are discussed in Section II of this
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report. All of the reterenced change requests in both sections have now been added to the
CSCA list of system changes. However, only the remaining changes trom the original list
ol 222 are discussed further in this section.

Since one of the goals of the Child Support Customer Area group is to operate from a
single list of system change requests, the county and state members of the CSCA reviewed
the 1996 list of 222 changes to determine which requests have been completed, which
requests are already on the CSCA list and which requests should be deleted because the
need for the change no longer exists. The completed CSCA review of the list of 222
changes has resulted in a single list of system change requests, referred to as the CSCA
Master List of System Changes. Of those requests, 36 have already been completed, 41
have been withdrawn, 33 have been referred to county/state work groups or have been
identified as problems that can be resolved with additional training, while 49 were already
on the CSCA Master List. The remaining 63 requests have been added to the CSCA

Master List .

~ At the present time, there are 208 active system change requests on the CSCA Master

List. This total includes the 63 changes referred to in this section, and the 91 more recent
change requests which are discussed in Section II. Of those 208 requests, 21 are requests
relating to state and federal legislation, 50 are requests originating from either state staff
or legislation and 137 are county requests. The CSCA members have prioritized the top
25 of the 208 system change requests on the list. Of the top 25 requests, 11 are county
requests, 8 are federal requests and 6 are state requests. As system change requests are
completed, requests waiting in the queue are moved into the list of the top 25 changes
needing to be made to KIDS. If changes in priorities occur and a lower ranked request
needs to be moved up, that can be accommodated through this process.

IBM Global, the KIDS system vendor, uses the system change priorities identified by the
CSCA to build their work plan. During December, January and February, three county
and three state system change requests were completed. Four county change requests and
one state change request are currently being programmed. There are two major system
changes, New Hire and Unemployment Insurance Intercept, that are currently in pilot.
There are six change requests for which business requirements are being validated while
business requirements are being defined for more than a dozen system change requests.
This process is expected to continue for the next three years as system changes are
completed and drop off the list. However, during that time period, it is likely that new

requests will be added to the list.

Section ll. County Priority Requests for KIDS Enhancements

The attached table, County Priority Requests for KIDS Enhancements, is the
Department’s initial submission to meet the recommendation of the Legislative Audit
Bureau for information on how the Department would use available funds to more quickly
complete county KIDS system improvements. With the approval of the Joint Committee
on Audit, the final version of this table will be submitted on May 15, 1998.
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The Legislative Audit Bureau's review ot the KIDS system pointed out that the
Department has not developed a schedule to address needed county changes to the
system. The Audit Bureau also noted that no special funds have been requested to
address these problems and that without the commitment of some additional resources, it
is probable that future state and federal needs will continue to take precedence over
county needs. In order to alleviate this situation, the Joint Committee on Audit identified
$1.25 million in federal funding that is expected to be deposited in a Department account
and suggested that the Legislature could authorize these funds as a match for $2.45
million in additional federal funds to pay for system improvements benefiting county users.
A total of $3.7 million would be available to address county requested system changes
under the Committee’s proposal. The Department agrees with the recommendation of the
Joint Committee on Audit to dedicate specific funds for these changes.

The Committee also recommended that by March 31, 1998 the Department submit a
detailed plan to the Committee, including completion dates, for using dedicated funding to

resolve ongoing improvements to KIDS.

The same process described in Section I was used to develop the County “A” List of
county priority changes to the KIDS system proposed to be funded with the additional
funds. County representatives met during January and February to identify the most recent
" and necessary change requests and to prioritize the list. Meetings were held with the
KIDS County Users Group to reach agreement on items and rankings. Representatives of
the Wisconsin Child Support Enforcement Association, the Wisconsin Clerks of Court
Association, the Bureau of Child Support and the Department met on February 20 to
approve the final list for submittal to the Joint Committee on Audit. A total of 91 changes

to the KIDS system are on the final County “A” List.

There is a multi-step process for determining a) the amount of time necessary to make
system changes, b) the cost of each system change and c) a completion date for KIDS
system change work. First, the Bureau of Child Support must submit to IBM Global a
written service request reflecting as clearly as possible what the change should accomplish.
IBM Global then analyzes the change in a process called sizing and scoping and
determines how many hours it will take to program each change and promote it into the
production system. By applying the contractual hourly rate when the sizing and scoping is
completed, the Department has an estimate of the cost of each change in addition to the
length of time it will take to complete. Finally IBM adds the change to their work plan,
which includes an estimated completion date.

Preparation of most of the 91 written change requests identified for the use of the
dedicated funding was completed during the last two weeks of February and the first week
of March. Those requests were then submitted to IBM Global for sizing and scoping.
Because of the large number of new requests, it is expected that the sizing process will
take four to six weeks. As a result, [BM Global will not be able to complete the sizing
and scoping process on the County “A™ List until at least the end of April. [BM Global
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has said that the required information will be available in time for submission with the May
I Sth reports requested by the Joint Committee on Audit. During this time period, the
CSCA group must also fit the new change requests into the priority listings on the CSCA
Master List of county, state and federal changes. In order to move County “A” List items
into the 25 top priority category, the Department expects to develop a process that will
help ensure that the proportionate number of county, state and federal items on the total
CSCA Master List will be reflected on the list of 25 priority system changes.

In summary, because of these timing and workload issues, the Department is unable to
include exact completion dates or estimated costs for the system change requests that will
be completed with the dedicated funds. Instead, the Department has submitted a table
consisting of a detailed list of the changes that will be made and the current status of each
request. As stated above, the Department has a commitment from IBM Global that the
additional information needed to complete this report will be available for submission to

the iojnt Committee on Audit on May 15, 1998.
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MANAGEMENT REPORTS/KIDS REPORTING CAPABILITIES

The Department is committed to the production of high quality and effective KIDS management
reports for use by state and county managers. Since all counties completed the conversion to
KIDS in September 1996, there has been an increasing demand to furnish a wide array of
information about the Wisconsin child support program and the KIDS system. A considerable
amount of information is available and used extensively by local managers and staff to manage the
local child support programs. The attached tables A and B summarize the key reports that county
and state staff use to manage the child support program. Table C lists proposed KIDS
management reports. To meet the continuing challenge to assess program and system
effectiveness, the Bureau of Child Support has re-examined the reporting capabilities of KIDS and
the needs of its customers and initiated a planning process to ensure the availability of adequate
management reports as KIDS continues to change and expand.

Examining KIDS Reporting Capabilities

When KIDS began, it generated a large number of production reports for program and fiscal
management. Before KIDS financial and management reports had been used in a full operation
mode and before all counties began using the system, a workgroup of county and state staff
reviewed all KIDS reports and recommended additions, deletions, and modifications. Since then,
many of the reports have been formally reviewed for accuracy or found to be accurate through
daily use. The Bureau continues to work closely with county agency staff in the development of
necessary management reports. Among the data currently available in management reports are: 1)
total collections on current amounts due, 2) total collections on arrears, 3) total arrears due by
subaccount, 4) numbers of court orders by subaccount, (e.g., AFDC arrears, Work Not Welfare)
and 5) the paternity establishment rate. In addition, the reports KIDS is currently generating are
becoming more useful to the Department because a full year of comprehensive, state-wide child
support data is now available to serve as a base period for comparison purposes.

In the last six months, the Bureau has moved more staff resources to KIDS reporting functions.
Recent initiatives include:

* Developing and validating the monthly Distribution Comparison Summary Report, which
gives county and state management a detailed summary of collections. This report,
introduced into KIDS on March 2, 1998, provides distribution collections information for the
current month and calendar year-to-date for the current year and the previous year. It
includes segregated accounting for current support, arrears, and interest for several groups of
case types, such as W-2 Payment, W-2 Non-Payment, Kinship Care, Substitute Care etc., as
well as cost types, such as blood test and legal fees.

Requesting input on new and existing management reports from the Reports Workgroup
which is comprised largely of county representatives.

e Generating monthly graphs and reports for Department management.

Establishing a reports coordinator position in the Bureau’s Quality Assurance and Policy

Interpretation unit.
Developing a strategy to continue and increase the rate of validation of current reports.
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